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documents are subject to RUS ap-
proval. If the acquisition agreement is 
approved by RUS, two copies of it shall 
be returned to the borrower. 

(8) An appraisal by the borrower’s 
consulting engineer or other qualified 
person of the physical plant to be ac-
quired. The appraisal shall include the 
following: 

(i) Inspection of each central office, 
noting the age and condition of the 
switch and associated equipment, and 
the extent and quality of maintenance 
of the equipment and premises. 

(ii) Inspection of the outside plant, 
noting the general age and condition of 
cable and wire, poles and related hard-
ware, pedestals, and subscriber drops. 
Any joint use or ownership shall be ex-
plained. 

(iii) Inspection of miscellaneous 
items such as commercial office facili-
ties, vehicles, furniture, tools and work 
equipment, and materials and supplies 
in stock, noting age and condition. 

(iv) Inspection of all buildings and 
other structures (such as radio towers), 
noting age and condition. 

(v) Detailed description of all real es-
tate including the present market 
value that local real estate dealers, 
bankers, insurance agents, etc., place 
on the property. 

(vi) Any widely accepted method, ap-
proved by RUS, may be used to esti-
mate the condition of the facilities in 
paragraphs (a)(8)(i) through (a)(8)(iv) of 
this section. The ‘‘percent condition’’ 
method is recommended, but is not re-
quired. 

(9) Copies of deeds to real estate to be 
acquired, with an explanation of the 
proposed use of the land. 

(10) Copies of leases to be acquired. 
(11) Copies of any existing mortgages 

with parties other than RUS, inden-
tures, deeds of trust, or other security 
documents or financing agreements re-
lating to the property to be acquired 
and any contracts or other rights or 
obligations to be assumed as part of 
the acquisition. 

(12) A list of all counties in which the 
proposed system will have facilities. 

(13) If the borrower is a cooperative-
type organization, a description of its 
plans for taking subscribers in as mem-
bers, membership fees, equity pay-
ments required because of the acquisi-

tion, and extent of membership sup-
port. 

(14) A certification, signed by the 
president of the borrower, that the bor-
rower is participating in the State’s 
telecommunications modernization 
plan (for information concerning the 
plan, see 7 CFR part 1751, subpart B). 
This certification is not required if the 
borrower is seeking a guaranteed loan. 

(15) Any other data deemed necessary 
by the Administrator for an evaluation 
of the acquisition. 

(b) For stock acquisitions, the bor-
rower shall submit the following in ad-
dition to the items listed in (a) of this 
section: 

(1) A list of all stockholders of the 
company to be acquired and the num-
ber of shares each owns. 

(2) Guarantees and indemnifications 
to be obtained from the sellers of the 
stock. 

(Approved by the Office of Management and 
Budget under control number 0572–0084) 

[54 FR 14626, Apr. 12, 1989. Redesignated at 55 
FR 39395, Sept. 27, 1990; 58 FR 66256, Dec. 20, 
1993]

§ 1735.75 Interim financing. 
(a) A borrower may submit a written 

request for RUS approval of interim fi-
nancing if it is necessary to close an 
acquisition before the loan to finance 
the acquisition is approved. Loan funds 
shall not be used to reimburse acquisi-
tion costs unless RUS has granted ap-
proval of interim financing prior to the 
closing of the acquisition. 

(b) RUS will approve interim financ-
ing of acquisitions only in cases where 
loan funds cannot be made available in 
time for the closing. 

(c) RUS will not approve interim fi-
nancing unless the following informa-
tion is acceptable: 

(1) A written request for approval of 
interim financing, including a brief de-
scription of the acquisition, an expla-
nation of the urgency of proceeding 
with the acquisition, and the source of 
funds to be used. 

(2) A completed RUS Form 490, ‘‘Ap-
plication for Telephone Loan or Loan 
Guarantee.’’ See 7 CFR part 1737. 

(3) The portions of the Loan Design 
that cover the proposed acquisition, in-
cluding cost estimates and information 
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on any investments in nonrural areas. 
See 7 CFR 1737. 

(4) The information required in 
§ 1735.74 (a)(1) through (a)(8), (a)(14) and 
(b)(1). 

(5) Any other data deemed necessary 
by the Administrator to approve the 
interim financing of the acquisition. 

(d) Furthermore, RUS will not ap-
prove interim financing if, in RUS’s 
judgment, the proposed acquisition 
will not qualify for RUS financing or 
the proposed interim financing pre-
sents unacceptable loan security risks 
to RUS. 

(e) Because RUS approval of interim 
financing is not a commitment to 
make a loan, RUS will not approve in-
terim financing unless the borrower is 
prepared to assume responsibility for 
financing all obligations incurred. 

(f) If the borrower plans to proceed 
with the closing after receiving RUS 
approval of interim financing, it must 
first receive preliminary approval from 
RUS. See § 1735.90

(g) See 7 CFR part 1737 for regula-
tions on interim financing for con-
struction. 

(h) See 7 CFR part 1744, subpart B for 
conditions under which RUS will pro-
vide shared first lien and/or a lien ac-
commodation for non-RUS lenders.

§ 1735.76 Acquisition of affiliates. 
A borrower shall not use RUS loan 

funds to acquire any stock or any tele-
phone plant of an affiliate. 

[54 FR 14626, Apr. 12, 1989. Redesignated at 55 
FR 39395, Sept. 27, 1990, as amended at 62 FR 
46871, Sept. 5, 1997]

§ 1735.77 Release of loan funds, req-
uisitions, advances. 

(a) RUS will not approve the advance 
of loan funds until the borrower has 
fulfilled all loan contract provisions to 
the extent deemed necessary by RUS. 

(b) The first advance of loan funds 
pursuant to the loan contract normally 
shall provide funds needed for the ac-
quisition. Unless the borrower has re-
ceived approval of interim financing, it 
must submit the requisition in time for 
the advance to be made by the closing 
date. 

(c) After the borrower has closed the 
acquisition, it shall furnish RUS all 
documents necessary to demonstrate 

to RUS’s satisfaction that the trans-
action has been closed. 

(d) Advances for improvements or ex-
pansion of the acquired facilities will 
not be approved until RUS has deter-
mined that the transaction has been 
closed and the borrower has obtained 
satisfactory title to the acquired facili-
ties. 

(e) See 7 CFR part 1737 (or RUS Bul-
letin 320–4) for additional requirements 
for releases of loan funds and 7 CFR 
part 1744, subpart C for additional re-
quirements for requisitions and ad-
vances.

§§ 1735.78–1735.79 [Reserved]

Subpart H—Acquisitions or Merg-
ers Not Involving Additional 
Loan Funds

§ 1735.80 Submission of data. 
When a borrower is not requesting 

loan funds for an acquisition or merg-
er, the borrower shall first notify RUS 
and submit for review by RUS the doc-
uments and information listed in (a) 
through (l) of this section required by 
RUS. 

(a) For any nonborrowers involved, 
their most recent balance sheets, oper-
ating statements, detail of plant ac-
counts, reports to the state commis-
sion, and audits, if available. 

(b) Completed RUS Form 507, ‘‘Re-
port on Telephone Acquisition.’’ 

(c) A map (such as a road map) show-
ing county lines, the boundaries of the 
proposed acquisition and the bor-
rower’s existing service territory, and 
the names of other telephone compa-
nies serving adjoining areas. 

(d) A brief statement of the plans for 
incorporating the acquired facilities 
into the borrower’s existing system. 

(e) The number of subscribers cur-
rently receiving service in the areas in-
volved in the acquisition or merger and 
the number of new subscribers that 
will be served over the next 5 years as 
a result of the acquisition or merger. 

(f) Copies of deeds of real estate to be 
acquired, with an explanation of the 
proposed use of the land. 

(g) Copies of security documents of 
any other lenders involved and any 
contracts or other rights of obligations 
to be assumed by the survivor. 
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